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Service Agreement
BETWEEN
NISOURCE CORPORATE SERVICES COMPANY
AND

BAY STATE GAS COMPANY

Dated March 31, 2005

(To Take Effect Pursuant to Article 3 Hereof)
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SERVICE AGREEMENT

This SERVICE AGREEMENT (the “Service Agreement” or “Agreement”) is made and
entered into this 31% day of March, 2005 by and between Bay State Gas Company, its
subsidiaries, affiliates and associates (“Client”, and together with other associate companies that
have or may in the future execute this form of Service Agreement, the “Clients”) and NiSource
Corporate Services Company (“Company”).

WITNESSETH:

WHEREAS, the Securities and Exchange Commission (“SEC”) has approved and
authorized as meeting the requirements of Section 13(b) of the Public Utility Holding Company
Act of 1935 (“Act”) the organization and conduct of the business of the Company, in accordance
herewith, as a wholly-owned subsidiary service company of NiSource Inc. (“NiSource),
including the allocation of all Company costs by using the methods approved by the Securities
and Exchange Commission (“SEC Method”);

WHEREAS, Client is an affiliate of the Company; and

WHEREAS, the Company and Client agree to enter into this Service Agreement whereby
the Client may seek certain services from the Company and the Company agrees to provide such
services upon request and upon the Company’s conclusion that it is able to perform such
services. Further, the Client agrees to pay for the services as provided herein at cost, with cost
determined in accordance with applicable rules and regulations under the Act, which require the
Company to fairly and equitably allocate costs among all Clients to which it renders services;
and

WHEREAS, the rendition of such services set forth in Article 2 of Appendix A on a
centralized basis enables the Clients to realize economic and other benefits through (1) efficient
use of personnel and equipment, (2) coordination of analysis and planning, and (3) availability of

specialized personnel and equipment which the Clients cannot economically maintain on an
individual basis.

NOW THEREFORE, in consideration of the premises and the mutual agreements herein
contained, the parties to this Service Agreement covenant and agree as follows:

ARTICLE 1

SERVICES

1.1 The Company shall furnish to Client, as requested by Client, upon the terms and

" conditions hereinafter set forth, such of the services described in Section 2 of Appendix A hereto

(the “Services”), at such times, for such periods and in such manner as Client may from time to
time request and that the Company concludes it is able to perform. The Company shall also
provide Client with such services, in addition to those services described in Appendix A hereto,
as may be requested by Client and that the Company concludes it is able to perform. In supplying
such services, the Company may arrange, where it deems appropriate in consultation with Client,
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for the services of such experts, consultants, advisers, and other persons with necessary

qualifications as are required for or pertinent to the provision of such services (‘“Additional
Services™).

1.2 Client shall take from the Company such of the Services, and such Additional
Services, whether or not now contemplated, as are requested from time to time by Client and that
the Company concludes it is able to perform.

1.3 The cost of the Services described herein or contemplated to be performed

hereunder shall be allocated to Client in accordance with the SEC Method. Client shall have the -

right from time to time to amend or alter any activity, project, program or work order provided
that (1) Client pays and remunerates the Company the full cost for the services covered by the
activity, project, program or work order, including therein any expense incurred by the Company
as a direct result of such amendment or alteration of the activity, project, program or work order,
and (ii) Client accepts that no amendment or alteration of an activity, project, program or work
order shall release Client from liability for all costs already incurred by or contracted for by the

Company pursuant to the activity, project, program or work order, regardless of whether the
services associated with such costs have been completed.

1.4 The Company shall hire, train and maintain an experienced staff able to perform

the Services, or shall obtain experience through third-party resources, as it shall determine in
consultation with Client. '

ARTICLE 2

COMPENSATION

2.1  As compensation for the Services to be rendered hereunder, Client shall
compensate and pay to the Company all costs, reasonably identifiable and related to particular
Services performed by the Company for or on Client’s behalf. The methods for allocating the
Company costs to Client, as well as to other associate companies, are set forth in Appendix A.

2.2 It is the intent of this Service Agreement that charges for Services shall be billed,
to the extent possible, directly to the Client or Clients benefiting from such Service. Any
amounts remaining after such direct billing shall be allocated using the methods identified in
Appendix A. The methods of allocation of cost shall be subject to review annually, or more
frequently if appropriate. Such methods of allocation of costs may be modified or changed by
the Company without the necessity of an amendment to this Service Agreement; provided that,
in each instance, all services rendered hereunder shall be at actual cost thereof, fairly and
equitably allocated, all in accordance with the requirements of the Act and any orders
promulgated thereunder. The Company shall review with the Client any proposed change in the

methods of allocation of costs hereunder and the parties must agree to any such changes before
they are implemented.

23 The Company shall render a monthly report to Client that shall reflect all
information necessary to identify the costs charged and Services rendered for that month. Client
shall undertake an immediate review of the report and identify all questions or concerns
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regarding the charges reflected within ten (10) days of receipt of the report. If no concemns are
identified within that time, Client shall remit to the Company all charges billed to it within 30
days of receipt of the monthly report.

2.4 Client agrees to provide the Company, from time to time, as requested such
financial and statistical information as the Company may need to compute the charges payable
by Client consistent with the method of allocation set forth on Appendix A.

2.5 It is the intent of this Service Agreement that the payment for services rendered
by the Company to Client under this Service Agreement shall cover all the costs of its doing
business including, but not limited to, salaries and wages, office supplies and expenses, outside
services employed, insurance, injuries and damages, employee and retiree pensions and benefits,
miscellaneous general expenses, rents, maintenance of structures and equipment, depreciation
and amortization, and compensation for use of capital as permitted under the Act.

2.6 This -Agreement is subject to -all required regulatory approvals and the
compensation paid hereunder is subject to further review, including but not limited to that
defined by Massachusetts General Laws ch. 164, sec. 94B.

ARTICLE 3

TERM

3.1 This Service Agreement shall become effective as of the date first written above,
subject only to the receipt of any required regulatory approvals from the State Commissions and
the SEC, and shall continue in force until terminated by the Company or Client, upon not less
than one year's prior written notice to the other party. This Service Agreement shall also be
subject to termination or modification at any time, without notice, if and to the extent
performance under this Service Agreement may conflict with (1) the Act or with any rule,
regulation or order of the SEC adopted before or after the date of this Service Agreement, or )
any state or federal statute, or any rule, decision, or order of any state or federal regulatory
agency having jurisdiction over one or more Clients. Further, this Service Agreement shall be
terminated with respect to the Client immediately upon the Client ceasing to be an associate
company of the Company. The parties' obligations under this Service Agreement which by their
nature are intended to continue beyond the termination or expiration of this Service Agreement
shall survive such termination or expiration.

ARTICLE 4
SERVICE REVIEW

4.1 On an annual basis, the Company and Client shall meet to assess the quality of the
Services being provided pursuant to this Service Agreement and to determine the continued need
therefor and shall, subject to Section 1.1, above, amend the scope of services, delete services

entirely from this Service Agreement, and/or decline services as they determine to be necessary
or desirable.
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4.2 NiSource maintains an Internal Audit Department that will conduct periodic
audits of the Company administration and accounting processes (“Audits”). The Audits will
include examinations of Service Agreements, accounting systems, source documents, methods of
allocation of costs and billings to ensure all Services are properly accounted for and billed to the
‘appropriate Client. In addition, the Company’s policies, operating procedures and controls will

be evaluated annually. Copies of the reports generated by the Company as part of the Audits will
be provided to Client upon request.

ARTICLE 5

MISCELLANEOUS

5.1 All accounts and records of the Company shall be kept in accordance with the
General Rules and Regulations promulgated by the SEC pursuant to the Act, in particular, the
Uniform System of Accounts for Mutual Service Compames and Subsidiary Serv1ce Companies
in-effect from-and after the date hereof.

5.2 New direct or indirect subsidiaries of NiSource Inc., which may come into
existence after the effective date of this Service Agreement, may become additional Clients of
the Company and subject to a service agreement with the Company. The parties hereto shall
make such changes in the scope and character of the services to be rendered and the method of
allocating costs of such services as specified in Appendix A, subject to the requirements of
Section 2.2, as may become necessary to achieve a fair and equitable allocation of the
Company’s costs among all Clients including any new subsidiaries. The parties shall make
similar changes if any Client ceases to be associated with the Company.

5.3 The Company shall permit Client reasonable access to its accounts and records
including the basis and computation of allocations.

54  The Company and Client shall comply with the terms and conditions of all
applicable contracts managed by the Company for the Client, individually, or for one or more
Clients, collectively, including without limitation terms and conditions preserving the
confidentiality and security of proprietary information of vendors.
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. IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed
as of the date and year first above written.

NISOURCE CORPORATE SERVICES
COMPANY

..

Name: Jeffrey W. Grossman
Its: Vice President

BAY STATE GAS COMPANY

. @wm

: Sfephen H. Bryant -
Its Pre81dent "
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APPENDIX A
NISOURCE CORPORATE SERVICES COMPANY
Services Available to Clients
Methods of Charging Therefor and
Miscellaneous Terms and Conditions of Service Agreement
ARTICLE 1
DEFINITIONS
1 The term “Company” shall mean NiSource Corporate Services Company and its
successors.
.. 2. _Theterm “Service Agreement” shall mean an agreement, of which this Appendix
A constitutes a part, for the rendition of services by the Company.
3 The term “Client” shall mean any corporation to which services may be rendered

by the Company under a Service Agreement.
~ ARTICLE?2

DESCRIPTION OF SERVICES

Descriptions of the expected services to be provided by the Company are detailed below.
The descriptions are deemed to include services associated with, or related or similar to, the
services contained in such descriptions. The details listed under each heading are intended to be
illustrative rather than inclusive and are subject to modification from time to time in accordance
with the state of the art and the needs of the Clients.

1 Accounting and Statistical Services. The Company provides services related to
developing, analyzing and interpreting financial statements, directors’ reports, regulatory reports,
operating statistics and other financial reports. The Company also ensures compliance with
generally accepted accounting principles and provides guidance on exposure drafts, financial
accounting standards, and interpretations issued by the Financial Accounting Standards Board.
The Company advises and assists the Clients in the formulation of accounting practices and
policies and will conduct special studies as may be requested by the Clients.

2 Auditing Services. The Company will conduct periodic audits of the general
records of the Clients, will supervise the auditing of local and field office records of the Client,
and will coordinate the audit programs of the Clients with those of the independent accountants
in the annual examination of their accounts.

3 Budget Services. The Company will advise and assist the Clients in matters
involving the preparation and development of budgets and budgetary controls.
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4 Business Promotion Services. The Company will advise and assist the Clients in
the preparation and use of advertising, in the development of residential, commercial and
industrial business, and in the rendering of aid to local appliance distributors and dealers in the
advertising and promotion of appliance sales.

5 Corporate Services. The Company will advise and assist the Clients in
connection with corporate matters and with proceedings involving regulatory bodies.

6 Depreciation Services. The Company will advise and assist the Clients in matters
pertaining to depreciation practices, - including (1) the making of studies to determine the
estimated service life of various types of plant, annual depreciation accrual rates, salvage
experience, and trends in depreciation reserves indicated by such studies; (2) assistance in the
organization and training of the depreciation departments of the Clients; and (3) dissemination to
the Clients of information concerning current developments in depreciation practices.

7 Economic Services. The Company will advise and assist the Clienits in matters
involving economic research and planning and in the development of specific economic studies.

8 Electronic Communications Services. The Company will advise and assist the
Clients in connection with the planmng, installation and operation of radio networks, remote

control and telemetering devices, microwave relay systems and all other applications of
electronics to the fields of communication and control.

9 Employee Services. The Company will advise and assist the Clients in connection
with employee relations matters, including recruitment, employee placement, training,
compensation, safety, labor relations and health, welfare and employee benefits.

10 Engineering and Research Services. The Company will advise and assist the
Clients in connection with the engineering phases of all construction and operating matters,
including estimates of costs of construction, preparation of plans and designs, standardization of
engineering procedures, and supervision and inspection of construction. The Company will also
conduct both basic and specific research in fields related to the operations of the Clients.

11 Gas Dispatching Services. The Company will advise and assist the Clients in the.
dispatching of the gas supplies available to the Clients, and in determining and effecting the most
efficient routing and distribution of such supplies in the light of the respective needs therefor and
the applicable laws and regulations of governmental bodies. If requested by the Clients, the

Company will provide a central dispatcher or dispatchers to handle the routing and dispatching
of gas.

12 Information  Technology Services. The Company provides Clients daily
operational control, monitoring, data access security, disaster recovery planning, technical
research, and support services to all users of the corporate network computing environment
within the Company. The -Company also assists the Client with application development,
maintenance, and ongoing production support for a portfolio of systems that are used by the
Clients. In addition, the Company will provide the Clients with an ongoing evaluation and
monitoring of the network computing environment to ensure efficient use of hardware and that
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timely upgrades are made to meet the demands of the Clients. The Company also maintains
information concerning the disposition and location of Information Technology assets.

13 Information Services. The Company will advise and assist the Clients in matters
involving the furnishing of information to customers, employees, investors and other interested
groups, and to the public generally, including the preparation of booklets, photographs, motion
pictures and other means of presentation, and assistance to Clients in their advertising programs.

14 Insurance Services. The Company will advise and assist the Clients in general
insurance matters, in obtaining policies, making inspections and settling claims.

15 Legal Services. The Company will provide Clients with legal services (including
legal services, as necessary or advisable, in connection with or in support of any of the other
services provided hereunder), including, but not limited to, general corporate matters and internal
corporate maintenance, contract drafting and negotiation, litigation, liability and risk assessment,
financing, securities - offerings, state and federal regulatory compliance, state and federal
regulatory support and rule interpretation and advice (relating to the all aspects of SEC
compliance, PUHCA, FERC, FPA, PURPA), bankruptcy and collection matters, employment
and labor relations investigations, union contracting, EEOC issues, and all other matters for
which Clients require such legal services.

16 Office Space. As may from time to time be available; the Company will provide
suitable space in its offices for the use of the Clients and their officers and employees.

17 Officers. Any Client may, with the consent of the Company, elect to any office of
the Client any officer or employee of the Company whose compensation is paid, in whole or in
part, by the Company. Services rendered to the Client by such person as an officer shall be
billed by the Company to the Client and paid for as provided in Articles 3 and 4, and the Client
shall not be required to pay any compensation directly to any such person.

18 Operation and Planning Services. The Company will advise and assist the
Clients in connection with estimates of gas requirements and gas available, gas transmission,
measurement, storage and distribution, construction requirements, negotiation of gas purchase
and sale contracts, energy marketing and trading and other operating matters.

19 Purchasing and Storage Services. The Company will render advice and
assistance to the Clients in connection with the standardization, purchase and storage of
equipment, materials and supplies, and, upon request of the Client, the negotiation of purchases
and the placing of purchase orders for account of the Client.

20 Rate Services. The Company will advise and assist the Clients in all rate matters,
including the design and preparation of schedules and tariffs, the analysis of rate filings of

producers and pipeline suppliers, and the preparation and presentation of testimony and exhibits
to regulatory authorities.

21 Tax Services. The Company will advise and assist the Clients in tax matters, in
the preparation of tax returns and in connection with proceedings relating to taxes.
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22 Transportation Services. The Company will advise and assist the Clients in
connection with the purchase, lease, operation and maintenance of motor vehicles and the
operation of aircraft owned or leased by the Company or the Clients.

23 Treasury Services. The Company provides services such as cash management,
long and short term financing for NiSource and all Clients, investment of temporarily available
cash, retirement of long term debt, investment management oversight of all benefits plans,

special economic studies as requested, and support for various regulatory proceedings, as
Tequested.

24 Land/Surveying Services. The Company will provide land asset management,
land contract management, and surveying services in connection with Clients’ acquisition,
leasing, maintenance, and disposal of interests in real property, including the maintenance of

land records and the recording of instruments relating to such interests in real property, where
necessary. '

25 Miscellaneous Services. The Company will render to any Client such other .
services, not hereinabove described, as may properly be rendered by the Company to such Client
within the meaning and intent of the Public Utility Holding Company Act of 1935 and any other
applicable statutes and the orders, rules and regulations of the Securities and Exchange
Commission and any other governmental bodies having jurisdiction, as from time to time the
Company may be equipped to render and such Client may desire to have performed.

ARTICLE 3
ALLOCATION METHODS

1 Specific Direct Salary Charges to Clients. To the extent that time spent by the
officers and employees of the Company rendering services hereunder is related to services

rendered to a specific Client, a direct salary charge, computed as provided in Article 4, shall be
made to such Client.

2 Apportioned Direct Salary Charges to Clients. To the extent that the time spent
by such officers and employees is related to services rendered to the Clients generally, or to any
specified group of the Clients, a direct salary charge, computed as provided in Article 4, shall be
made to the Clients generally, or to such specified group of the Clients, and allocated to each

such Client using an allocation method approved by the Securities and Exchange Commission as
set forth on Exhibit A hereto.

3 Direct Salary Charges for Services to the Company. To the extent that time spent
by any officer or employee of the Company is related to services rendered to the Company, a
direct salary charge computed as provided in Article 4 shall be allocated among the Clients in the
same proportions which the direct salary charges to such Clients made pursuant to Sections 1 and

2 of this Article III, for services of officers and employees, bear to the aggregate of such direct
salary charges.

4 Apportionment of Employee Benefits. The employee benefit expenses which are
related to direct salary charges made pursuant to sub-paragraphs (1), (2) and (3) of Article 3 shall
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be apportioned among the Clients, as applicable, in the proportions which the respective direct
salary charges made pursuant to the rendering of such services to each such Client bear to the
aggregate of such direct salary charges.

5 Other Expenses. All expenses, other than salaries and employee benefit expenses
incurred by the Company in connection with services rendered to a specific Client shall be
charged directly to such Client. All such expenses incurred by the Company in connection with
services rendered to the Clients generally or to any specified group of Clients shall be
apportioned in the manner set forth in Section 2 of this Article 3 for the apportionment of salary
charges. All such expenses incurred by the Company in connection with services rendered to the

Company shall be apportioned in the manner set forth in Section 3 of this Article 3 for the
apportionment of salary charges.

ARTICLE 4
"COMPUTATION OF SALARY CHARGES

Direct Salary Charges The direct salary charge per hour which shall be made for the
time of any officer or employee for services rendered in any calendar month shall be computed
by dividing his total compensation for such month by the aggregate of (1) the number of
scheduled working hours for which he was compensated, including hours paid for but not

worked, and (2) hours worked in excess of his regular work schedule, whether or not
compensated for.
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Exhibir A
BASES OF ALLOCATION

The SEC approved Bases of Allocation shown below will be used by the Corporate Services
Accounting Department for apportioning Job Order charges to affiliates. Any change in an
allocation method that causes either a $50,000 or 5% change in the cost that would be

charged to a company must be brought to the SEC for approval under the 60-Day Letter
process.

BASIS 1

GROSS FIXED ASSETS AND TOTAL OPERATING EXPENSES

> Fifty percent of the total job order charges will be allocated on the basis of the relation of
the affiliate's gross fixed assets to the total gross fixed assets of all benefited affiliates; the
remaining 50% will be allocated on the basis of the relation of the affiliate's total

operating expenses to the total operating expenses of all benefited affiliates. Al
companies may be included in this allocation. '

BASIS 2
GROSS FIXED ASSETS

> Job order charges will be allocated to each benefited affiliate on the basis of the relation
of its total gross fixed assets to the sum of the total gross fixed assets of all benefited
affiliates. All companies may be included in this allocation.

BASIS 7

GROSS DEPRECIABLE PROPERTY AND TOTAL OPERATING EXPENSE

> Fifty percent of the total job order charges will be allocated on the basis of the relation of
the affiliate's total operating expenses to the total of all the benefited affiliates' total
operating expense; the remaining 50% will be allocated on the basis of the relation of the

affiliate's gross depreciable property to the gross depreciable property of all benefited
affiliates. All companies may be included in this allocation.
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BASIS 8
GROSS DEPRECIABLE PROPERTY

> Job order charges will be allocated to each benefited affiliate on the basis of the
relationship of its total depreciable property to the sum of the total depreciable property
of all benefited affiliates. All companies may be included in this allocation.

BASIS 9
AUTOMOBILE UNITS

> Job order charges will be allocated to each benefited affiliate on the basis of its number of
automobile units to the total number of all automobile units of the benefited affiliates.
All companies may be included in this allocation.

BASIS 10
NUMBER OF RETAIL CUSTOMERS

» Job order charges will be allocated to each benefited affiliate on the basis of the relation
of its-number of retail customers to the total number of all retail customers of the
benefited affiliates. All companies may be included in this allocation.

BASIS 11

NUMBER OF REGULAR EMPLOYEES

Job order charges will be allocated to each benefited affiliate on the basis of the relation of its
number of regular employees to the total number of all regular employees of the benefited
affiliates. All companies may be included in this allocation.

BASIS 13
FIXED ALLOCATION

> Job order charges will be allocated to each benefitted affiliate on the basis of fixed
percentages on an individual project basis. All companies may be included in this
allocation.

BASIS 14
NUMBER OF TRANSPORTATION CUSTOMERS

» Job order charges will be allocated to each benefited affiliate on the basis of the relation
of its Transportation Customers to the total of all Transportation Customers of the
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benefited affiliates. This allocation is only used by the following companies: Columbia
Gas of Virginia, Columbia Gas of Kentucky, Columbia Gas of Ohio, Columbia Gas of
Pennsylvania and Columbia Gas of Maryland.

BASIS 15

NUMBER OF COMMERCIAL CUSTOMERS

>

Job order charges will be allocated to each benefited affiliate on the basis of the relation

. of its Commercial Customers to the total of all Commercial Customers of the benefited

affiliates. This allocation is only used by the following companies: Columbia Gas of
Virginia, Columbia Gas of Kentucky, Columbia Gas of Ohio, Columbia Gas of
Pennsylvania and Columbia Gas of Maryland.

BASIS 16

NUMBER OF RESIDENTIAL CUSTOMERS

>

Job order charges will be allocated to each benefited affiliate on the basis of the relation
of its Residential Customers to the total of all Residential Customers of the benefited
affiliates. This allocation is only used by the following companies: Columbia Gas of
Virginia, Columbia Gas of Kentucky, Columbia Gas of Ohio, Columbia Gas of
Pennsylvania and Columbia Gas of Maryland.

BASIS 17

NUMBER OF HIGH PRESSURE CUSTOMERS

>

Job order charges will be allocated to each benefited affiliate on the basis of the relation
of its High Pressure Customers to the total of all High Pressure Customers of the
benefited affiliates. This allocation is only used by the following companies: Columbia
Gas of Virginia, Columbia Gas of Kentucky, Columbia Gas of Ohio, Columbia Gas of
Pennsylvania and Columbia Gas of Maryland.

BASIS 20

DIRECT COSTS

>

Job order charges will be allocated to each benefitted affiliate on the basis of the relation
of its direct costs billed by Service Corporation to the total of all direct costs billed by
Service Corporation. All companies may be included in this allocation.
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